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to which he treated us about the opium-surplus which I hardly think was
necessary. There is no mystery or juggling about our opium-surplus. We
displayed our opium figures separately in all simplicity, mainly on account of
the discussion that took place on that subject last year. The Council appeared
to think that it would be prudent, on the Hon'ble Member's advice, to set a
limit to our normal and reasonable opium-revenue for the year and to allot
any excess that we may get over that limit to specific purposes. That is
exactly what we did. We fixed the limit practically at the budget figure
of 7 crores and we tried to explain to the Council that the excess of roughly
3 millions was being spent in a particular way. The Hon'ble gentleman
does not accept the propriety of the way in which it is proposed to spend it;
but that does not affect the principle of the discrimination between our opium
excess and our ordinary surplus which he tried to establish.

" The motion, Sir, which the Hon'ble Member has placed before the Council
is a recommendation in favour of a larger loan, and although the Hon'ble
Member has told us that he does not really want a larger loan, still we know
that resolutions are sometimes taken very literally. The rules, according
to the Hon'ble Member, compel him to put his case in the form of a parable.
A parable is a two-edged sword in some people's hands and there is always
some danger that subsequent readers may interpret it as meaning exactly
what it says. So what I propose to do3 if the Council will allow me, and
as the resolution has to remain in the proceedings of the Council in this
particular form, is first of all to avoid misconception by answering the resolu-
tion literally before going on to discuss the inner meaning which the Hon'ble
Mr. Gokhale tells us that it contains.

" The proposal, as it stands, advises us to borrow 2 millions *more in
England and in India than we actually require for next year's work. Now
this, in the first place, we must resist as impracticable. It would be quite out
of the question to increase our rupee loan by so large an amount as 2 millions ;
and the Secretary of State in Council, whose decision as to the capacity of the
London market for absorbing fresh Indian loans we have to accept, would
not thank us for any proposal to make this large addition to the amount
which he intends to raise in sterling. In the next place, the proposal taken
literally is open to serious objection on the grounds of economy. We are
asked to borrow 2 millions now which will be used for expenditure at
some future indefinite period. In the meantime, until the necessity for
using the money arises, we should hare to pay interest on the loan or, if we
invested the money, to take the usual risks of buying cheap and selling dear.
Why should we borrow before the necessity actually arises ? Why saddle
ourselves with interest or possible loss for an indefinite period ? The market
will still be open to us when the opium-revenue disappears. In the third
place, attractive though the proposal for an Opium Pund at first sight seems
to be, I am not quite convinced that it would be good business. The existence
of a fund or reserve is often a real danger. Government after all is a very
human organisation; and the influences which make for economy are by no
means alnays as strong as the influences which make for expenditure and
even extravagance. So long as it is known that G-overnment, however hard
up we, in the Finance Department, may pretend to be, have a large reserve
for future expenditure, the temptation to draw upon that reserve is very
great, and the tendency is to overrule pleas for caution and economy. If
there is no such reserve, heavy new expenditure may mean new taxation or
specific borrowing; in which case the powers of economy are enormously
strengthened and the voice of caution has a chance of being listened to.
It is thus in no spirit of temporising that I urge the wisdom of postponing the
attempt to build up a cash reserve against the losses which the decline of our
opium-revenue may involve in the future. There is much that we can do, and
are doing now, to discount those losses in advance; there is much expendi-
ture to curtail: there are other resources to develop. But even if the losses
come upon us sooner than we expect, and even if they find us short of
complete readiness to meet them, we shall not even then be at the end of
our resources. When the time of transition comes, we may be able to carry